The purpose of this study is to investigate whether the financial reporting under International Financial Reporting Standards (IFRS) has more quality than local GAAP for firms listed on Taiwan stock exchange. Financial Reporting Quality is measured in this study by three attributes of earnings introduced in previous literature, namely: 1) earnings management expressed as managing towards positive earnings and earnings smoothing and, 2) timely loss recognition expressed as the asymmetric incorporation of economic gains and losses and large negative net income, and 3) value relevance. Ordinary Least Square (OLS) Regression analysis, Ztest, and Binary Logistic Regression are employed to investigate the pre-IFRS (2008)(2009)(2010) and post-IFRS (2012post-IFRS ( -2014 adoption periods on value relevance, earnings management, and timely loss recognition. The study employs a sample of 426 manufacturing firms from 8 industries listed on Taiwan stock exchange. The study finds that firms adopting IFRS evidence less earnings smoothing. However, there is no significant difference in either the timely loss recognition or the value relevance of accounting information between the pre and post-adoption periods. This study contributes to the literature by using data from an emerging market. It provides an insight to practitioners, international standard setters and regulators into the international debate on the effects of the switch from local GAAP to IFRS on Financial Reporting Quality.
Introduction
Investors around the world became suspicious about the quality of accounting information due to corporate financial scandals resulting from fraudulent financial reporting. They seek to have high quality, transparent and comparable financial information to help in making rational investment decisions. The Financial Reporting Quality (FRQ) is influenced by high-quality accounting standards and its appropriate enforcement (Benyasrisawat 2011 , Khanagha 2011 . Therefore, moving toward harmonized high-quality accounting standards is becoming an emerging market experience more earnings management because of the relatively weak investor protection and legal system.
The purpose of this study is to empirically investigate whether the adoption of IFRS leads to higher FRQ for manufacturing firms listed on the Taiwan stock exchange. The classification of Taiwan as an emerging market is based on the classification of the World Bank in 2018. It exhibits the characteristics of an emerging economy due to its weak corporate governance, poor legal enforcement and inadequate shareholder protection (Huang and Shiu 2009 ). According to IFRS 1, Taiwanese listed firms were required to issue their 2012 financial statements under both IFRS and Taiwanese GAAP which provides a unique opportunity to investigate this issue. According to Financial Supervisory Commission (2018) , All firms listed on Taiwan stock exchange and financial institutions supervised by the Financial Supervisory Commission were required to apply IFRS starting from 2012 except unlisted public firms, insurance intermediaries, credit card firms and credit cooperatives. They were required to apply IFRS starting from 2015 (permitted from 2013).
Our empirical results show that firms in the post-IFRS period experienced lower level of earnings smoothing compared to firms in the pre-IFRS period. However, there is no evidence found that firms in the post-IFRS period evidenced more timely loss recognition or more value relevance of accounting information than in the pre-IFRS period. In particular, firms in the post-IFRS period have a higher variance of the change in net income and a less negative correlation between accruals and cash flows. This may suggest a significant reduction in earnings smoothing and improvement in FRQ after the transition to IFRS. This study is complements the findings in the existing literature regarding the effects of IFRS on FRQ.
This study contributes to the literature in several ways. First, the effects of IFRS adoption on FRQ in emerging markets have not been widely studied (Kwon et al. 2017) and several emerging markets are in the process of adopting IFRS, such as Saudi Arabian, Egypt, India, Korea, and Malaysia. This study encompasses a sample of listed firms in Taiwan which is considered one of the emerging markets that have a significant influence on the world economy (Bekaert and Harvey 2017) . Thus practitioners and international standard setters from other emerging markets can benefit from the results of this study. Second, existing empirical studies have focused on developed countries, such as Germany, Australia, the UK, and France (Peng and Chen 2014 , Kaaya 2015 , Kwon et al. 2017 ). This study fills the gap of the related literature by shedding the light on emerging markets. Third, the costs and benefits of switching from local GAAP to IFRS are still unclear. This study provides empirical evidence that compares the FRQ under IFRS with that under local GAAP and this can benefit regulators as they try to make rational decisions regarding the adoption by publicly listed firms in emerging markets. Finally, the findings of this study may help analysts and investors understand IFRS and FRQ issues in emerging markets. This study follows Barth et al. (2008) and Zhou et al. (2009) in focusing on three metrics of FRQ: 1) value relevance, 2) earnings management, and 3) timely loss recognition.
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The remainder of this paper is organized as follows. Section 2 presents the related literature and develops the hypotheses. Section 3 deals with the sample selection, descriptive statistics of variables and the research methodology. Section 4 presents the empirical findings and Section 5 concludes the study.
Literature Review and Hypothesis Development
The quality of financial reporting is determined by the usefulness of information provided to meet the needs of users. One of the factors that affects FRQ is the accounting standards. High accounting standards are characterized by providing relevant, reliable, comparable and consistent accounting information (Khanagha 2011) . Firms experience positive returns with increases in FRQ (Armstrong et al. 2010) , a reduction in the cost of equity capital in countries with strong legal system (Li 2010) , and increases the demand for equities by institutional investors (Florou and Pope 2012) . Hence, literature tries to assess the effect of accounting standards on the quality of financial information.
Prior research measures FRQ in different ways. The majority of studies use value relevance, timely loss recognition, and earnings management as three main measures for FRQ as they provide useful financial information to stakeholders especially users in the equity market (Ahmed et al. 2013 , Barth et al. 2008 , Istrate et al. 2015 , Jeanjean and Stolowy 2008 , Morais and Curto 2008 , Mousa and Desoky 2014 , Paglietti 2010 . Francis et al. (2004) consider seven measures of accounting quality, namely, earnings management, persistence, predictability, smoothness, value relevance, timeliness, and conservatism. On the other hand, Benyasrisawat (2011) points out three dimensions of FRQ, namely, earnings persistence, value relevance and earnings timeliness. This study uses three attributes of earnings introduced in previous literature (Barth et al. 2008 , Kaaya 2015 , Lin et al. 2012 , Mousa and Desoky 2014 , Peng and Chen 2014 , Zhou et al. 2009 ). The attributes are 1) value relevance, 2) timely loss recognition expressed as the asymmetric incorporation of economic gains and losses and large negative net income, and, 3) earnings management expressed as managing towards positive earnings and earnings smoothing. Paglietti (2010) defines earnings management as the management intention to mislead stakeholders about the financial position of the firm which may affect their compensation. He adds that higher quality of accounting information is characterized by low earnings management. On the other hand, value relevance studies are concerned about the evaluation of the relationship between accounting information and capital market values (Khanagha 2011) . It is argued that higher quality of accounting information exhibits a strong relationship between earnings and returns (Mousa and Desoky 2014) . Outa (2011) defines timely loss recognition as "the firm's ability to recognize losses as they occur by not engaging in activities that reschedule the losses over other periods of time". Coelho et al. (2017) argue that more timely recognition of the incurred losses in earnings make financial reporting more informative to investors and decision makers.
Several studies have tried to study the impact of adopting IFRS. Studies carried in developed countries regarding the higher quality of IFRS information reveals contradicting results. On the positive side, Irvine and Lucas (2006) find that IFRS has increased foreign direct investment, improve FRQ and enhance global market integration. Using a sample of 327 firms from 21 countries, Barth et al. (2008) find that firms exhibit less earnings management, higher frequency of large losses, an insignificant frequency of small positive earnings, and more value relevance of FRQ after voluntarily switching to IFRS. Similarly, the findings of Iatridis (2010) suggest that the implementation of IFRS in the UK decrease earnings management, lead to more value relevant accounting measures and more timely loss recognition which help investors in making more rational decisions. These two studies provide consistent results and suggest that adopting IFRS reinforces information reporting quality. Moreover, an empirical study by Armstrong et al. (2010) document that the adoption of IFRS in the European stock market improved the information transparency and earnings quality. Using a longitudinal study that covers pre-IFRS and post-IFRS periods during 1990-2008 for publicly listed Australian industrial firms, Chalmers et al. (2011) find that earnings become more value-relevant and suggest that IFRS adoption affects the associations between accounting information and market value. Several studies have confirmed that adopting IFRS has increased FRQ (Chalmers et al. 2011 , Devalle et al. 2010 , Meeks and Swann 2009 , Chan et al. 2015 .
Other studies report contradicting results. A study by Van Tendeloo and Vanstraelen (2005) suggest that there is no significant difference in FRQ for firms adopting IFRS compared to firms adopting German GAAP. Similarly, using a sample of German firms applying IFRS since 2005, Lin et al. (2012) suggest a decline in FRQ under IFRS. They find that financial reports evidence less value relevance, less timely loss recognition, and more earnings management compared to those firms applying U.S. GAAP. These two studies provide consistent results and suggest that adopting IFRS does not enhance information reporting quality. Both Ahmed et al. (2013) and Christensen et al. (2015) find that European Union firms experience more earnings management after IFRS adoption. Ahmed et al. (2013) argue that firms that have voluntary application to IFRS experience less earnings management due to having incentives to increase the transparency of their reporting and attract market capital. On the other hand, firms that have mandatory application to IFRS, lack the motivation to have a transparent financial report which leads to higher earnings management after the adoption of IFRS. However, Capkun et al. (2016) conducted a study in 30 countries and found that firms adopting early, late or mandatory IFRS experience an increase in earnings management. They concluded that the principlebased nature of IFRS allows for greater flexibility in selecting accounting methods and greater discretion in earnings measurement which lead to an increase in earnings management. The conflicting results between the two studies may be due to differences in sample selection where Ahmed et al. (2013) sample include only 226 developed countries (European Union) while Capkun et al. (2016) sample includes both developed and developing countries which have a different legal system, capital market maturity, and development.
The studies presented above are applied in developed countries where we could expect an improvement in FRQ after IFRS adoption due to strong investor protection, strong legal enforcement, and capital market maturity. However, the results are mixed which makes it difficult to reach a general conclusion that IFRS enhance FRQ in developed countries. This result is supported by Nulla (2014) who observed that each country implemented the same accounting standards in a different way due to flexible standards which can lead to a reduction in FRQ even in strong enforcement countries like Germany and France.
Regarding the developing countries, Aljifri and Khasharmeh (2006) investigated the benefits of IFRS to the United Arab Emirates (UAE). They found that there is a general agreement among different users as investors, auditors and creditors on the importance of applying IFRS in the UAE. Similarly, Liu et al. (2011) examined the effect of IFRS on FRQ for publicly listed firms in China and find significant improvement expressed as an increase in value relevance of accounting information and a reduction in earnings smoothing. In a two emerging counties study, Khanagha (2011) investigated the value relevance of accounting information under IFRS in Bahrain for the period 1996-2008 and the United Arab Emirates for the period 2001-2008 listed firms. A comparison of the results for the pre and post-IFRS adoption, shows more relevant accounting information after the adoption of IFRS in Bahrain stock market, while there was a decline in value relevance for United Arab Emirates stock market. Using a sample of 117 listed firms in Indonesia Stock Exchange, Arum (2013) examined the impact of IFRS on the FRQ which are measured by the proxy of value relevance, timely loss recognition, and earnings management of accounting information. The empirical results indicate lower earnings management and higher value relevance of accounting information while having no effect on the timely loss recognition. This may signal an improvement in the financial reporting quality.
On the other hand, other studies show that adopting IFRS in developing countries does not necessarily lead to an improvement in FRQ. Chen and Yeh (2002) , employing a sample of Chinese firms, examined the effect of adopting IFRS on FRQ. Their study revealed that IFRS does not improve accounting practices due to family ownership, informal personal relationship and political influences which contribute to the low reporting quality. Similarly, Rudra and Bhattacharjee (2012) find that publicly listed Indian firms using IFRS experience more earnings management compared to Indians firms using local GAAP which may be considered as a signal to the regulators to think about the effectiveness of IFRS in emerging markets suffering from weak investor protection and legal enforcement. Ames (2013) , using data of 3950 listed companies in South Africa between 2000 to 2011 examined the impact of adopting IFRS on FRQ. He finds that FRQ is not improved among the firms adopting IFRS. A study of Taiwanese firms by Peng and Chen (2014) showed that the quality of the financial reports under local GAAP provides more value relevant than IFRS. Other empirical studies find mixed results (Clarkson et al. 2011 , Houqe et al. 2012 , Outa 2011 , Paananen and Lin 2009 ).Despite, the argument that IFRSs may not fit developing countries due to weak investor protection and legal enforcement (Kaaya, 2015) . It is clear that some studies presented show that IFRS improves FRQ. This result is supported by Karampinis and Hevas (2009) who concluded that mandating IFRS may prove beneficial even in an unfavorable context.
Based on the above discussion, this study aims to compare the FRQ under local GAAP with that under IFRS by examining the impacts of implementing IFRS in one of the emerging markets. The study will fill the gap of the related literature by adding more evidence regarding emerging markets. Based on the above discussion that show conflicting evidence on the effect of IFRS on FRQ, the following hypotheses are formulated:
H1: Firms using IFRS experience less earnings management compared to firms using local GAAP. H2: Firms using IFRS experience more timely recognition of losses compared to firms using local GAAP. H3: Firms using IFRS experience more value relevant accounting information compared to firms using local GAAP.
Methodology
In this section, three FRQ that has been suggested in prior research as potentially important will be considered: value relevance, timely loss recognition, and earnings management. They are examined separately by comparing accounting information prepared under Taiwanese GAAP from 2008 to 2010 with those prepared under IFRS from 2012 to 2014. Quantifying FRQ is difficult, Hence, this study follows Lang et al. (2006) , Barth et al. (2008) and Zhou et al. (2009) in focusing on a range of FRQ measures. According to Lang et al. (2006) , accruals are sensitive to the industry in which the firm operates. Accordingly, the effect of industry on the characteristics of accounting data was considered in this study.
Earnings Management
This study analyzes two measures of earnings management. The first relates to the examination of earnings smoothing and the second focuses on managing towards positive earnings.
Earnings smoothing
To test for changes in earnings smoothing, three different measures are used in this study. . 5, No. 3 Salah & Abdel-Salam: The Effects of International Financial… 228 1-First, the variability of the changes in the annual net income deflated by end of year total assets. Earnings should fluctuate over time if firms do not use accruals to manage earnings. Accordingly, lower values of the variance of the change in net income are considered a signal to higher earnings smoothing, and vice versa. The change in net income can be affected by factors other than the financial reporting. Hence, controls from prior research have been used as shown in the below model (Barth et al., 2008 , Lang et al., 2006 : The residuals of the regression of model 1 are denoted as ΔNI* and their standard deviation σ ΔNi* . Lower standard deviation could be considered as evidence of using accruals to smooth earnings.
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2-Second, the variability of annual changes in net income relative to the variability of annual changes in cash flows. The variability of annual changes in cash flows is the variance of the residuals of the regression of annual change in cash flow. Despite the controls used in model 1, the variability in net income may be due to activities that are not correlated with discretionary accruals (Lin et al. 2012) . Examining the variability of annual changes in net income relative to the variability of annual changes in cash flows control this concern as firms with more variability in cash flows will have more variability in net income. Controls have been used to mitigate the effect of other factors as shown in the below model: ΔCF = β0+ β1 SIZE + β2 GROWTH + β3 EISSUE + β4 LEV + β5 DISSUE + β6 TURN + β7 AUD + β8 XLIST + β9 NUMEX + β10SECTOR1 + β11SECTOR2 + β12SECTOR3 + β13SECTOR4 + β14SECTOR5 + β15SECTOR6 +β16SECTOR7 + β17ΔCF(-1) +
Where ΔCF is the annual change in net operating cash flow and the residuals of the regression of model 2 are denoted as ΔCF*. The second metric is concerned about the variability of ΔNi* / ΔCF* over the pre-IFRS (2008-2010) and post-IFRS (2012) (2013) (2014) periods. This variability is denoted as σ ΔNi*/ ΔCF*. If firms use accruals to smooth earnings, the variability of net income will be less than that cash flow.
3-Finally, the correlation between total accruals (ACC) and operating cash flows (CF) helps in detecting the smoothing effect of accruals. If managers use accruals to smooth earnings, there will be a negative correlation between them as managers may tend to increase accruals when suffering from shortage in cash flows (Ball and Shivakumar 2005 , Paglietti 2010 , Myers et al. 2007 . Again, to control for the effect of other factors, the following regression models are used: CF = β0 + β1 SIZE + β2 GROWTH + β3 EISSUE + β4 LEV + β5 DISSUE + β6 TURN + β7 AUD + β8 XLIST + β9 NUMEX + β10SECTOR1 + β11SECTOR2 + β12SECTOR3 + β13SECTOR4 + β14SECTOR5 + β15SECTOR6 +β16SECTOR7 + β17CF (-1) +
(3) ACC = β0+ β1 SIZE + β2 GROWTH + β3 EISSUE + β4 LEV + β5 DISSUE + β6 TURN + β7 AUD + β8 XLIST + β9 NUMEX + β10SECTOR1 + β11SECTOR2 + β12SECTOR3 + β13SECTOR4 + β14SECTOR5 + β15SECTOR6 +β16SECTOR7 + β17ACC (-1) +
Where ACC is net income (NI) minus CF. The residuals of the regression in model 3 are denoted as CF* and the residuals of the regression in model 4 are denoted as ACC*. The third metric is concerned about the correlation between CF* and ACC*. The higher negative correlation between them signals the use of accruals to smooth variability in earnings and thus affect FRQ (Myers et al. 2007) .
Managing Towards Positive Earnings
The second earnings management measure tests if firms manage earnings towards small positive earnings (denoted as SPOS) rather than a negative earnings. According to Kwon et al. (2017) , managers tend to smooth earnings to avoid losses which may results in more frequent positive earnings, if possible, compared to small losses. Hence, a high frequency of small positive earnings signals the greater management's discretion to avoid losses and thus affect FRQ. This measure is evaluated by estimating the coefficient of a dummy variable SPOS in the following logistic regression model (Barth et al. 2008 ):
POST(0,1) = β0 + β1 SPOS+ β2 SIZE + β3 GROWTH + β4 EISSUE + β5 LEV+ β6 DISSUE + β7 TURN + β8 CF + β9 AUD + β10 XLIST + β11 NUMEX + (5) POST(0,1) is a dummy variable that equals one for firms adopting IFRS and zero for firms adopting local GAAP. SPOS equals one if the net income deflated by total assets is between 0 and 0.01 and zero otherwise (Barth et al. 2008 ). This measure is concerned about the coefficient of SPOS in the regression equation. If the coefficient is negative, this means that firms in the pre-IFRS period are more likely to smooth earnings toward small positive net income compared to firms in the post-IFRS period and vice versa.
Timely Loss Recognition
Timely loss recognition is the second FRQ measure which reflects accounting conservatism. Ball et al. (2000) define timeliness as "the degree to which accounting income incorporates economic income". It can be assessed by two metrics. The first one focuses on the likelihood of reporting a large negative net income (denoted as LNEG). Higher FRQ is characterized by recognizing large losses as they occur rather than being deferred to future periods (Zhou et al. 2009 ). If managers smooth earnings, large losses should be relatively rare. Hence, high frequency of timely loss recognition signals better FRQ. The following logistic regression is constructed to estimate the likelihood of loss recognition timeliness (LNEG) following IFRS adoption (Lang et al. 2006 ): POST(0,1) = β0 + β1 LNEG+ β2 SIZE + β3 GROWTH + β4 EISSUE + β5 LEV+ β6 DISSUE + β7 TURN + β8 CF + β9 AUD + β10 XLIST + β11 NUMEX+ (6) LNEG is a dummy variable that equals one if the net income scaled by total assets is lower than -0.20 and zero otherwise (Barth et al. 2008 ). This measure is concerned about the coefficient of LNEG in the regression equation. If the coefficient is positive, this means that firms in the post-IFRS period are more likely to recognize large losses in a timely manner compared to firms in the pre-IFRS period and vice versa.
The second measure of timely loss recognition is concerned about the asymmetric incorporation of economic gains and losses. Appropriate loss recognition compared to profit recognition has been used in prior research to estimate FRQ (Ahmed et al. 2013) . The stock returns are used as a proxy for good and bad news and measured by R 2 of the return-earnings regression model proposed by Basu (1997) :
Where Def(E) is earnings per share in year t deflated by stock price per share in year t-1. Drֿ is a dummy that takes value one in case of bad news( if r < 0) and zero otherwise and r is annual stock returns from six months after the firm's fiscal year-end. The interaction between Drֿ with r (β3) shows the incremental effect of bad news relative to good news on earnings. According to Lang et al. (2006) , the information in earnings will find its way into the share price, so the concern is whether the news is captured in earnings in a timely manner. FRQ is associated with share price, therefore a higher R 2 indicates higher reporting quality. In addition, this measure is concerned about the magnitude of the coefficient of the interaction between Drֿ with r (β3) in the regression equation. The large coefficient is a signal of more timely loss recognition.
Value Relevance
Following previous studies, this study measures value relevance using the price-earnings model (Collins et al. 1999 , Van der Meulen et al. 2007 . Value relevance considers that high-quality financial reporting should have a high degree of association with the firm's share price which provides more useful information to investors. The model distinguishes between positive and negative earnings as follows (Ohlson 1995) :
Where P it is the share price three months after fiscal year end t, X it is earnings per share, DX is a dummy variable equal to one if earnings are negative or zero otherwise and BV i,t-1 is the book value per share at the beginning of period t, It should be noted that the coefficient of earnings, β1, reflects the pricing effect of current earnings. The measure of value relevance is based on the adjusted R 2 of the model which examines the explanatory power of accounting information over years (Wu et al., 2017) .
The Sample
Taiwanese publicly listed firms have been required to switch from the Taiwanese GAAP to IFRS in 2012. A sample of 426 firms listed on Taiwan stock exchange is randomly selected in this study. Table 1 presents 
Empirical Results and Analysis
Descriptive Statistics Table 2 presents descriptive statistics for the test and control variables used in the research design. Both have been examined separately under both local GAAP and IFRS for the same set of firms. Data is approximately symmetric as skewness ranges from -0.46 to 0.5. The descriptive analysis of the test variables reveals that there is a slight decrease in the mean of the change in annual net cash flow (CF_DELTA) and accruals (ACC) under IFRS compared to Taiwanese GAAP. This may signal a decrease of earnings management practices under IFRS. However, there are no significant differences in the mean and dispersion of the other test variables under both local GAAP and IFRS.
As for control variables, the descriptive statistics show that the adoption of IFRS causes a significant reduction in the mean of the annual change in sales (GROWTH) from 355834 to -495997. Moreover, a significant reduction in the mean of the annual change in common stocks (EISSUE) and the annual change in total liabilities (DISSUE) under IFRS. This may signal that firms in the pre-IFRS period are more likely to issue stocks and debt than firms in the post-IFRS period. Table 3 reveals that the time series test and control variables are stationary at the 0.01 level. Table 4 shows that according to Schwarz criterion, there is a long-term equilibrium relationship among the time series variables where the p-value of both Tau-statistic and Z-statistic are at the 0.01 level. Table 5 presents the results for earnings management measures: managing towards positive earnings and earnings smoothing for firms adopting local GAAP from 2008 to 2010(pre-IFRS) and adopting IFRS from 2012 to 2014(post-IFRS). The first result, the test of the variability of ΔNI* suggests that earnings are less volatile for firms in the pre-IFRS period, 0.00834, than for firms in the post-IFRS period, .00941, after controlling for other factors. This difference is statistically significant at the 0.01 level which suggests a significant reduction in earnings smoothing and improvement in FRQ after the transition to IFRS. On the contrary, the second result, the ratio of the variance of change in net income, ΔNI* to the variance of change in cash flow, ΔCF* is lower for firms in the post-IFRS period, 0000001902, than for firms in the pre-IFRS period, 0.0000004745. Although this may suggest that the variability in net income for firms in the post-IFRS period is not due to the variability in cash flow but driven by the effect of accruals, it is not statistically significant.
Earnings Management
The third result indicates the correlation between cash flows and accruals. The correlation between CF* and ACC*, for the pre-IFRS period, -0.54, is significantly more negative than the post-IFRS period, -0.038. There is a significant negative correlation between cash flow and accruals at the 0.05 level in the pre-IFRS period. This may suggest that management may use accruals to smooth earnings when cash flow is low. The negative correlation between accruals and cash flow decreased when moving from local GAAP to IFRS. This may indicate that firms adopting IFRS are less likely to use accruals to smooth earnings. This result is consistent with the first one which supports the increase in the quality of financial reports after the IFRS adoption. Finally, the regression coefficient of SPOS is negative which may indicate that firms in the post-IFRS period are less likely oriented towards reporting small positive earnings compared to pre-IFRS. However, the coefficient is insignificant. This indicates that there is no statistically significant difference between firms in the post and pre-IFRS period in managing earnings toward a target. The correlation of CF* and ACC*. In summary, the above-mentioned results show that firms in the post-IFRS period and less likely to use accruals to smooth earnings compared to the pre-IFRS period. In addition, there are no statistically significant differences between firms in the pre and post-IFRS in the ratio of the variance of change in net income, ΔNI*, to the variance of change in cash flow, ΔCF*, and managing earnings toward a target. This result supports the first hypothesis which states that "Firms adopting IFRS are less likely to manage earnings compared to firms adopting local GAAP". Table 6 presents the results for timely loss recognition: asymmetric incorporation of economic gains and losses and large negative net income. The negative coefficient indicates that firms in the post-IFRS period are less likely to report large losses. However, the coefficient of LNEG is insignificant. In another word, there is no significant difference between pre and post-IFRS in reporting large negative losses. Table 6 shows the R 2 of the regression equation of accounting earnings on stock returns for both good news and bad news. Earnings are regressed on annual stock returns, an indicator that represents bad news and the interaction of these two predictors. The R 2 in the pre-IFRS is 0.5933 which is larger than that in the post-IFRS which is 0.4493. This indicates that earnings under local GAAP proportionally shows greater timeliness in presenting losses relative to gains. The magnitude of the coefficient of the interaction variable (Β3) is significant under both local and IFRS GAAP although its magnitude is smaller in the pre-IFRS, -1.719491, compared to the post-IFRS, -1.425209 which is inconsistent with the R 2 result. However, there is no significant difference between the two coefficients. This indicates that there is no significant difference between pre and post-IFRS in the timeliness of earnings which is consistent with the previous result. 
Timely Loss Recognition

Asymmetric Incorporation Of Economic Gains And Losses
The symbols *, *** indicate a significant difference between pre-IFRS and post-IFRS at the 0.1 and 0.01 level respectively. The symbol # indicates significantly different from 0 at the 0.01 level.
In summary, the above-mentioned results show that there is no significant increase in the timely loss recognition after the adoption of IFRS. This may signal no change in the FRQ. This result does not support the second hypothesis which states that "Firms adopting IFRS are more likely to recognize losses in a timely manner compared to firms adopting local GAAP". Table 7 presents the degree of association between financial measures and stock prices. The adjusted R 2 for firms in the post-IFRS, 0.30866, is larger than that of pre-IFRS, 0.232839. This indicates that the financial reporting data is more value relevant in the post-IFRS compared to the pre-IFRS period which increases FRQ under IFRS. Focusing on the regression coefficients, it is clear that all variables increase their influence on the share price in the post-IFRS period. In the pre-IFRS period, the regression coefficient of earnings per share (β1) and the interaction variable (Β3) are significant at 0.01 level. In the post-IFRS period, all regression coefficients increased in magnitude and are significant. This indicates that all variables increase their influence on stock prices in the post-IFRS period. However, the chow F-statistic shows no significant difference between the regression coefficients in the post and pre-IFRS period. This indicates that there is no significant difference in value relevance after adopting IFRS which is consistent with the previous result. This result does not support the third hypothesis which states that "Firms adopting IFRS are more likely to have value relevant accounting information compared to firms adopting local GAAP". The degree of association between financial measures and stock prices.
Value relevance
The symbols #, ##, ### indicate significantly different from 0 at the 0.01, 0.05 and 0.1 level respectively.
The above results support the argument that IFRS reduces earning management. In addition, they do not support the argument that firms adopting IFRS are more likely to recognize losses in a timely manner nor more likely to have value relevant accounting information than firms adopting local GAAP. In other words, the results suggest some improvement in FRQ under IFRS. This study result is consistent with the findings of the study of Zhou et al. (2009) who find that firms adopting IFRS are less likely to smooth earnings than firms adopting Chinese GAAP. In addition, they didn't find adopting firms engaging in a more timely loss recognition which is consistent with Kwon et al. (2017) , who documents lower earnings management in Korea after IFRS adoption, and Wu et al. (2017) , who find that adopting IFRS in Taiwan does not lead to further increases in value relevance of financial reporting. The results support the findings of many other studies such as Eccher and Healy (2000) , Van der Meulen et al. (2007) and Lin et al. (2012) .
At the same time, this study result is inconsistent with the findings of Ching-Chieh et al. (2012) , who finds that firms adopting IFRS in Taiwan are more value relevant, Mousa and Desoky (2014) who find some improvement in the value relevance after the adoption of IFRS and Capkun et al. (2016) , who find an increase in earning management after mandatory IFRS adoption. The results are also inconsistent with the findings of many other studies such as Liu et al. (2011) , Khanagha (2011) and Adibah Wan Ismail et al. (2013) . One possible reason for the above results is that the stakeholders are affected not only by standards applied but also by other factors. Another possible reason is the characteristics of the emerging markets which might hinder the benefits from IFRS adoption as the weak corporate governance, inadequate shareholder protection and the lack of effective controls and infrastructure to oversight reporting under the IFRS. In addition, convergence in a country that has high-quality accounting standards may not significantly improve all the measures of the financial reporting quality.
Conclusions
The current study extends the literature on the effect of IFRS on financial reporting quality and examines three attributes namely: value relevance, timely loss recognition, and earnings management. It sheds the light on the role of IFRS in emerging markets to provide more evidence of the impact on the quality of financial information. The results show that firms in the post-IFRS period (2012) (2013) (2014) are less likely to use accruals to smooth earnings compared to the pre-IFRS period (2008) (2009) (2010) . However, there is no significant difference in the timely loss recognition or the value relevance of accounting information under IFRS. The results suggest some improvement in FRQ under IFRS. This indicates that adopting high-quality accounting standards is not enough to guarantee improvement in FRQ.
This study is subject to several limitations. First, the study sample is limited to the industrial sector. It could be expanded by examining other sectors. Second, only three measures of FRQ are investigated. Further studies can be conducted using other measures as earnings persistence, loss avoidance, and investor responsiveness. The results imply the importance of IFRS and thus have direct implications for practitioners, international standard setters, and regulators. In addition, the results are of interest to analysts and investors who need to understand IFRS and FRQ issues in emerging markets.
